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May 28, 2007

BY HAND
The Office of International Corporate Finance
Securities and Exchange Commission SU P P L

Re: Lenovo Group Limited (Formerly known as Legend Group Limited); Information
Furnished Pursuant to Rule 12g3-2(b) under the Securities Exchange Act of 1934

Ladies and Gentlemen:

On behalf of Lenovo Group Limited (the “Company™), File No. 82-3950, the enclosed
documents are submitted to you in order to maintain the Company’s exemption from the reg-
istration requirements of Section 12(g) of the Securities Exchange Act of 1934 (the “Exchange
Act”) pursuant to Rule 12g3-2(b) under the Exchange Act:

' 1. The Company’s announcement, dated May 23, 2007, regarding changes in management
and board composition, which was submitted to The Hong Kong Stock Exchange
Limited on May 23, 2007.

2. The Company’s announcement, dated May 25, 2007, regarding the appointment of its
chief financial officer and senior vice president, which was submitted to The Hong Kong
Stock Exchange Limited on May 28, 2007.

3. The Company’s announcement, dated May 23, 2007, regarding the Company’s financial
results for the year ended March 31, 2007, which was submitted to The Hong Kong Stock
Exchange Limited on May 23, 2007.

Kindly acknowledge receipt of this leiter and the submission of the documents delivered
herewith by stamping the duplicate copy of this letter and returning it to our messenger.

Thank you for your g}ention to this maiter. PROCESSED Cp 5
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ANNOUNCEMENT

Changes in Management and Board Comp

'AO 1Q54"

The Company would like to announce the following changes in managcmen‘;\aa\}\)?aé composition
of the Company:

(1) Ms. Ma Xuezheng has retired as the Chief Financial Officer of the Company and has been
re-designated as a Non-executive Vice Chairman of the Company with effect from May 23, 2007,

{2) Mr. Wong Wai Ming has resigned as an Independent Non-exccutive Director of the Company with
effect from May 23, 2007 and has accepted the appointment as the Chief Financial Officer and
Sentor Vice President of the Company with effect from July 15, 2007; and

(3) Mr. John W. Barter Il has been appointed as the Chairman of the Audit Committee of the Company
with effect from May 23, 2007.

The board of directors (the “Board™) of Lenovo Group Limited (the “Company™) would like to announce
the following changes in management and Board composition:

(1) Ma Xuezheng

Ms. Ma Xuezheng has retired as the Chief Financial Officer of the Company and has been re-
designated as a Non-executive Vice Chairman of the Company with effect from May 23, 2007.

Having spent |7 years with the Company, Ms. Ma Xuezheng has retired as the Chiefl Financial
Officer and Senior Vice President of the Company and has been re-designated as a Non-executive
Vice Chairman of the Company with effect from May 23, 2007. Ms. Ma will be acting Chief Financial
Officer of the Company until Mr. Wong Wai Ming assuming duty as the new Chief Financial Officer
on July 15, 2007.

By serving as a Non-executive Vice Chairman of the Company. Ms. Ma would continue to contribute
her expertise to the Company on the Board level. She has been appointed member of the Audit
Committee, which appointment will be effective upon the assumption of duty of Mr. Wong. She has
also been appointed as an observer to both Compensation Committee and Strategy Committee both
effective from May 23, 2007.

Ms. Ma joined the Company in 1990. During the years, she has made tremendous contribution to the
Company; 1n particular, she was instrumental in the acquisition of the 1BM Personal Computer
Division in 2004 and the subsequent integration and has also earned herself a prominent position in
the capital market. The Board would like to take this opportunity to thank Ms. Ma for the invaluable
contributions she made to the Company.



(2)

Biography of Ms. Ma Xuezheng

Ms. Ma, aged 54, had been an Executive Director and the Chiefl Financial Officer of the Company
since 1997 and 2000 respectively and held directorship in various subsidiaries of the Company. Ms.
Ma is also an independent non-executive director of Standard Chartered Bank (Hong Kong) Limited
and was an independent non-executive director of Schu.com Inc. (NASDAQ listed) from September
2003 to March 2007. Ms. Ma does not have any family relationships with any other Directors and
senior management of the Company. As at the date of this announcement, no service contract for
being a Non-executive Vice Chairman has been entered into by her with the Company. Ms. Ma is not
appointed for a specific term and is subject to retirement by rotation and re-election at the annual
general meetings of the Company in accordance with the Articles of Association. Ms. Ma will be
entitled to receive such director’s fee and other remuneration same as other non-executive directors
of the Company as the Board may determine from time to time pursuant to the power given to it
under the Articles of Association or otherwise granted to the Board by the shareholders of the
Company. In determining the director’s fee and remuneration for Ms. Ma, the Board will take into
account the level of remuneration paid to a non-executive director of comparable companies, time
and responsibilities committed by Ms. Ma in attending to the affairs of the Company. According to
the register maintained by the Company pursuant to section 352 of the Securities and Futures Ordinance
as of March 31, 2007, Ms. Ma was interested in 23,149,975 ordinary voting shares, 6,120,000 share
options granted under the share option scheme and 8,397,085 sharec awards granted under the long
term incentive program of the Company.

Wong Wai Ming

Mr. Wong Wai Ming has resigned as an Independent Non-executive Director of the Company with
effect from May 23, 2007 because of joining management of the Company. Mr. Wong confirmed that
he has no disagreement with the Board and there are no matters in respect of his resignation that need
to be brought to the attention of shareholders of the Company.

Mr. Wong has accepted the appointment as the Chief Financial Officer and Senior Vice President of
the Company with effect from July 15, 2007. Mr. Wong was previously an investment banker and has
more than 15 years of experience in investment banking business and was a member of the Listing
Committee of The Stock Exchange of Hong Kong Limited. Currently he is Chief Executive Officer of
a Hong Kong based private trading group. Mr. Wong is a member of the Hong Kong Institute of
Certified Public Accountants and the Institute of Chartered Accountants in England and Wales and
holds a Bachelor of Science degree in Management Sciences from the Victoria University of Manchester
in the United Kingdom.

The entering into of an employment agreement between the Company and Mr. Wong constitutes a
connected transaction of the Company. A separate announcement will be issued by the Company
pursuant to Chapter 14A of the Listing Rules.

On the day of this announcement, the Company has aiso published the annual results of the Group for
the year ended March 31, 2007, which annual results have been reviewed by the Audit Committee of
the Company at a meeting held on May 22, 2007. For corporate governance reason, Mr. Wong, being
Chairman of the Company’s Audit Committee, has at the commencement of the meeting declared his
interest as being a potential Chief Financial Officer of the Company and abstained from voting on
any resolution of the Audit Committee in approving the annual results. His attendance was not
counted in the quorum of the meeting in accordance with the Articles of Association of the Company.
The Audit Committee meeting of May 22, 2007 was then attended by the remaining independent non-
executive directors of the Audit Committee comprising Mr. John W. Barter lII, Professor Woo Chia-
Wei and Mr. Ting Lee Sen.



(3) John W. Barter 11

Mr. John W. Barter III, an existing Independent Non-executive Director of the Company, has been
appointed as the Chairman of the Audit Committee of the Company with effect from May 23, 2007.
Mr. Barter holds a Bachelor of Science degree in Physics from Spring Hill College and a MBA in
Finance from Tulane University. He has acquired extensive knowledge and experience in finance and
accounting from senior management positions held in both the industrial and technology sectors.
Between 1977 and 1997 he held a number of senior management positions with AlliedSignal, Inc. a
then NYSE listed company engaged in the development, and manufacturing of aerospace, automotive
and advanced materials products and was the chief financial officer of this company from 1988 to
1994. Between 1998 and 2001 he was a director and from 2000 to 2001, the chief financial officer of
Kestrel Solutions, Inc. a US company cngaged in the development of communications equipment.
Mr. Barter 1s currently also a non-executive director of BMC Software, Inc. (NYSE listed) and SRA
International, Inc. (NYSE listed).

Save as disclosed above, there are no other matters concerning the above that need to be brought to the
attention of the shareholders of the Company nor any information to be disclosed pursuant to the
requirements of Rule 13.51(2) of the Rules Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited.

The Board would also like to express its warm welcome to Mr. Wong Wai Ming for joining the management
of the Company and Mr. Barter for taking up the office of chairman of the Audit Commuttee.

By order of the Board
Yang Yuanqing
Chairman

Hong Kong, May 23, 2007

As at the time of publication of this announcement, the Executive Directors are Mr. Yang Yuanging and
Mr. William J. Amelio; the Non-executive Directors are Mr. Liv Chuanzhi, Mr. Zhu Linan, Ms. Ma
Xuezheng, Mr. James G. Coulter, Mr. William O. Grabe, Mr. Shan Weijian, Mr. Justin T. Chang (alternate
Director to Mr. James G. Coulter), Mr. Vince Feng (alternate Director to Mr. William O. Grabe) and Mr
Daniel A. Carroll (alternate Director 1o Mr. Shan Weijian); and the Independent Non-executive Directors
are Professor Woo Chia-Wei, Mr. Ting Lee Sen and Mr. John W. Barter 111.

“Please also refer to the published version of this announcement in the South China Morning Post”
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The Stock Exchange of Hong Kong Limited takes no responsibility for the contents of this announcement, makes no
representation as 1o {1s accuracy or completeness and expressty disclaims any liability whatsocever for any loss howsoever
arising from or in reliance upon the whole or any part of the comtents of this announcementi.
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APPOINTMENT OF CHIEF FINANCIAL OFFICER AND SENIOR VICE PRESIDENT
CONTINUING CONNECTED TRANSACTION

The Company announces that it has appointed Mr. Wong Wat Ming to be its chief financial officer and
senior vice president with effect from July 15, 2007.

As Mr. Wong was an independent non-executive director of the Company, Mr. Wong is a connected
person of the Company under Rule 14A.11(2) of the Listing Rules. The entering into of the service
agreement constitutes a continuing connected transaction of the Company. The appointment 1s subject
to the reporting and announcement requirements and is exempted from independent shareholders’
approval requirement under the Listing Rules as cach of the appropriate percentage ratios defined
under the Listing Rules is less than 2.5%.

Appointment of Mr. Wong Wai Ming as Chief Financial Officer and Senior Vice President

The board of dircctors (the “Board”) of Lenovo Group Limited (the “Company”, together with its
subsidiaries, the “Group”) refers to the Company’s announcement of May 23, 2007 regarding changes in
management and board composition (the “Announcement”) and announces that the Company has appointed
Mr. Wong Wai Ming (“Mr. Wong”) to be its chief financial officer and senior vice president with effect
from July 15, 2007.

Mr. Wong has entered into a service agreement with the Company on May 23, 2007 for an initial term of
3 years (subject to early termination by notice by the Company or Mr. Wong). Pursuant to the service
agreement, Mr. Wong will receive (i) an annual basic salary of Hong Kong dollar (“HK$”) 3,350,000; (ii)
an annual target performance bonus of HK$3,685,000 and (iii) an annual target equity grant with a
current value of United States dollar (“US$”) 800,000 (equivalent to approximately HK$6,240,000)
under the Company’s long-term incentive program. The target performance bonus and the target equity
grant are only payable if the performance targets for the relevant financial year have been met. Mr. Wong
1s also entitled to an annual housing allowance of HK$1,500,000 and other benefits (such as paid
vacation) that the Company makes available to its senior executives. In addition, Mr. Wong is entitled to
a sign-on equily grant with a value of US$400,000 (equivalent to approximately HK3$3,120,000), which
will be vested on the third anniversary of Mr. Wong’s employment. Pursuant to the service agreement, the
total annual compensation of Mr. Wong shall not exceed HK$40,000,000.

Upon termination of the employment for any reason, Mr. Wong will be entitled to the basic salary earned
and any benefits accrued. If the employment is terminated by the Company without cause or by Mr.
Wong for good reason or if the employment is not renewed after the expiry of the term without cause,
Mr. Wong will also receive severance payment as provided to senior executives under the Company’s
severance plan. Notwithstanding the foregoing, if the employment is terminated by the Company without
cause or by Mr. Wong for good reason within two years of the employment, Mr. Wong shall be eligible



for the greater of the severance as provided 1o senior executives under the Company’s severance plan as
then in effect or a lump sum payment equal to twelve (12) months of the basic salary plus annual cash
bonus (at the target amount) for the year of such termination.

The remuneration package s determined by the Board with reference to the current remuneration packages
of the other senior executives of the Company. The directors of the Company (including the independent
non-executive directors) are of the view that, having considered Mr. Wong’s experience and qualifications,
the terms of Mr. Wong’s appointment are fair and reasonable, on normal commercial terms and are in the
best interest of the Company and its shareholders as a whole.

Listing Rules implication

As Mr. Wong was an independent non-executive director of the Company, Mr. Wong is a connected
person of the Company under Rule 14A.11(2) of the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited (the “Listing Rules”). The entering into of the service agreement
constitutes a continuing connected transaction of the Company. The appointment is subject to the reporting
and announcement requirements and is exempted from independent shareholders’ approval requirement
under the Listing Rules as each of the appropriate percentage ratios defined under the Listing Rules is
less than 2.5%.

Biographical details of Mr. Wong

As disclosed in the Announcement, Mr. Wong resigned as an independent non-executive director of the
Company with effect from May 23, 2007.

Mr. Wong was previously an investment banker and has more than 15 years of experience in investment
banking business and was a member of the Listing Committee of The Stock Exchange of Hong Kong
Limited. Currently he is the chief executive officer of a Hong Kong based private trading group. Mr.
Wong is a member of the Hong Kong Institute of Certified Public Accountants and the Institute of
Chartered Accountants in England and Wales and holds a Bachelor of Science degree in Management
Sciences from the Victoria University of Manchester in the United Kingdom.

Information on the Group

The principal activities of the Group are the sales and manufacture of personal computers and related
information-technology products, mobile devices, and the provision of advanced information services in
the People’s Republic of China, the Americas, Europe, Middle East, Africa and Asia Pacific.

By order of the Board
Yang Yuanging
Chairman

London, May 25, 2007

As of the date of this announcement, the executive directors are Mr. Yang Yuanging and Mr. William J.
Amelio; the non-executive directors are Mr. Liu Chuanzhi, Mr. Zhu Linan, Ms. Ma Xuezheng, Mr. James
G. Coulter, Mr. William O. Grabe, Mr. Shan Weijian, Mr. Justin T. Chang (alternate director to Mr. James
G. Coulter), Mr. Vince Feng (alternate director to Mr. William O. Grabe) and Mr. Daniel A. Carroll
(alternate director to Mr. Shan Weijian); and the independent non-executive directors are Professor Woo
Chia-Wei, Mr. Ting Lee Sen and Mr. John W. Barter 111,

“Please also refer to the published version of this announcement in the South China Morning Post”
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FY2006/07 ANNUAL RESULTS ANNOUNCEMENT

ANNUAL RESULTS

The board of directors (the "Board") of Lenovo Group Limited (the "Company"} is pleased to announce the audited
consolidated results of the Company and its subsidiaries (the "Group"} for the yvear ended March 31, 2007 together with
comparative figures of last vear. as follows:

CONSOLIDATED INCOME STATEMENT

2007 2006 2007

Note USS'000 Uss'aon HK SO0
frote fia))
Sales 2 14,590,204 13,275,751 113,526,377
Cost of sales (12,553.567) {11.417.307) (Y7.674.305)
Gross profil 2.036.637 1.858 444 15.847.072
Other income/{expense} - net 3 8,187 {7,739 63.7(3
Selling and distribution expenses (1.114,624) (1.028,323) (8.672,.88%)
Administrative cxpenses (498,656} {433.578) (3.880.042)
Research and development expenses (227.362) (194,932) (1.769.104)
Other operating income/{expense) - net (%,518) (82,171) (74,060
Operating profit 194,664 11,701 1514680
Finance income 26,329 24229 204 866
Finance costs 4 {35,133) (51,981 (273,371
Share of profits of joinly controlled entitics - 138 -
Share of protits of associated companies 1,869 464 14.543
Profit before taxation 5 187,729 84,551 1460719
Taxation 6 {26,591) (56.881) (206.905)
Profit for the year 161,138 27670 1,253,814

Profit aitributable 10:
Shareholders of the Company 161,138 22210 1.253.814
Minority interests - 5460 -
l(’nliISS 27,670 1253814
Dividends 7 59,331 59,198 461,655
S S —

Eamnings per share

- Basic Stay US1.87 cents US0.25 cent HK14.55 cents
. ———————
- Dituted Sth} US1.84 cents US0.25 cent HKI14.32 cenis



CONSOLIDATED BALANCE SHEET

Non-current assets
Property, plant and equipment
Prepaid lease payments
Construction-in-progress
Intangible assets
Investments in associated companies
Deferred tax assets
Available-for-sale financial assets
Other non-current asscts

Current assels
Inventories
Trade receivables
Notes receivable
Deposits, prepayments and
other receivables
Tax recoverable
Cash and cash equivalents

Total assets

Share capital
Reserves

Shareholders’ funds
Minornity interests
Total equity
Non-current habilities

Current hiabilhities
Trade payables
Notes payable
Provisions, accruals and other payables
Tax payable
Short-term bank loans
Amounts payable for marketing rights

Total hiabilities

Total equity and habilities
Net current liabilities

Total assets less current habilities

2007 2006 2007
Note USs'0u0 US$'600 HKS'000
fnote 1(a))
326,058 222364 2,537,057
5,807 6,412 45,184
20,438 27,965 159,028
1,867,689 1,909,805 14,532,488
3,908 9.060 30,408
101,551 62,345 790,168
42,938 30,250 334,101
20,000 36,816 155,620
_______ 2,388,389 2305017 18384034
357,663 363,135 2,782,976
1ifa) 641,593 484,773 4,992,235
190,857 92,522 1,485,058
784,857 790,130 6,106,973
22,041 - 171,501
1,063,716 1,004,981 8,276,774
_______ 3060727 2735541 23815517
5,440,116 5.040.558 42,399,571
P I
9 28,504 28,504 221,790
1,105,028 1,015,399 8598223
1,133,532 1,043,903 8,820,013
744 744 3,789
....... 1134276 1044647 8825802
0 789.058 813,586 6,139,660
11¢b) 1,977,206 1,683,171 15,384,640
49,154 49,433 382,467
12 1,412,864 1,259,980 10,993,495
60,013 39,604 466,961
18,028 128,358 140,275
8.517 21,779 66,271
_______ 3525782 3,182325 27434109,
______ 4314840 3995911 33,573,769
5,449,116 5.040.558 42,399,571

465,055

1i923i334

446,784

]i858‘233

3,618,592

14,965,462



CONSOLIDATED CASH FLOW STATEMENT

Cash flows from operating activities
Net cash generated from operations
Finance income
Tax paid

Net cash generated from operating activities

Cash flows from investing activities

Purchase of property, plant and equipment
Sale of property, plant and equipment
Payment for construction-in-progress
Payment for intangible assets
Net proceeds/(payment) from disposal

of investments
Payment for acquisition of business
Capntal contribution to an associated company
Setilement of loan from a jointly

controlled entity
Payment for acquiring minority

sharcholder’s interest in a subsidiary
Proceed from disposal of an associated company
Proceed from partial disposal of interest in an
associated company

Net cash used in investing activilies

Cash flows from financing acuvities
(Decrease) / increase in bank borrowings
Issue of convertible preferred shares and warrants
Exercise of share options
Repurchase of shares
Contributions to employee share trusts
Dividends paid
Finance costs paid

Net cash (used in} / generated  from financing
activities

Increase mn cash and cash equivalents

Effect of foreign exchange rate changes

Cash and cash equivalents at the beginning
of the year

Cash and cash equivalents at the end of the year

2007 2006 2007
USS'000 USS'a00 HK3'000
(note 1(aj}

570,924 1,132,344 4,442,359
26,329 24,229 204,866
(59,706) (73,757) (464,572)
_____________ 337,547 ... LO82816 4182653
(142,967) (73,683) (1,112,426)
6,462 3,018 50,280
(39,601) (25,840) (308,133)
{60,533) (22,717) (471,007)
9814 (420) 76,363

- (651,612) -

. (1,479) -

- 1,282 -

- (8,876) -

- 10,248 -

22,181 - 172,590
___________ (204.644) (770079) _ ___(1,592,333)
(120,000) 228,358 (933,720)
- 350,000 -

9,865 34,837 76,760
(10,445) {153,299) {81,273)
(84,892) (51,043) (660,545)
(57,724) (58,705) (449,150
{26,342) (44,913) {204,967)
(289,538) 305,235 (2,252,895)
43,365 617,972 337,423
15,370 (92) 119,594
1,004,981 387,101 7,819,757
1,063,716 1,004,981 8,276,774



CONSOLIDATED STATEMENT OF CHANGES IN EQUITY

Comertible
rights in
respect of
comertible Retained
preferred Surphis Ior estment Share Share-based carmey
Share Share shares and arising on Exchange  maluatien  redemption Emplosee  compensation  {accnoulated Mibority
capital prentium warrants  consolidation resene resene resene  share trusts resene losses) inlerests Totad
L85'000 (131 155008 USso00 155000 L55'000 {85060 55000 Ussae0 Lysoae US§000 US5000
AtApal 1. 2006 2R 1043.250 19,768 - 53051 13570 3% 131043 i | 3580 i 1081647
Fart value gamm on
nailable-forsale
fimancial zssets - - - - . 13519 - - . - - 13.579
Exchange dilfesences . . . - 7300 - . . - - . 147.362)
Profis for the vear . . - - . - . . . 168138 - 161,138
Vesting of shares
under long4erm
1emive . - - - . - - B.o34 13.671) . - 1963
Resere realized
on disposal of
nailable-for-sake
firancial assets - - - - - e - - - - - 16
Transter of
wamanis from
non-current
liabilties at
fam vahue - - 38200 - . . - - - . - 35,210
Exercise of share options 191 a7l . . . . . . . . . 9868
Shaze-based
compensilon . - - - - . . . 37,001 - - 3001
Repuzchese of
shares (10 (10345 . - . - 101 - - - - 110.445)
Congributions o
enoplonee share
tnssts . - . - - - . 184.892) - - - 134.592)
Drnadends paid - - - - - - - - - 1577241 - 13774}
AtMarch 31, 2007 R 104257 13979 - 120415 10,230 197 1127300 .12 99.332 i3t 11327
. X @ ¥ ¥  y ¥ . ¥ ]



ArAgal 1. 2005

Adopoon of
HXFRS 3

As restaled

Fair vahue boss on
nailable-or-sale
financil assets

Exchange
differences

Profit for the s ear

Acquisiion of minerin
sharebolder's mterests

Dhsposal of
subsiduan

Resenve realized
ot disposal of
nailable-for-sale
financial assets

Issue of erdmary
shares

Tssue of com eruble
preferred shares
and wamnts

Exercrse of share
options

Share-based
COmpensation

Repurchase of
shares

Coninbution ta
emphn ee share
it

Drnosdends paid

Al March 31, 2006

Comerble

nghts n
respect of
converuble Retained
preferred Surplss Emvestment Share Share-based Exsmmgs’
Shaze Share shaes and ansing on Exchanpe revahution Tedemption Emplmee  compensstion  faccumulated Minonty
capital peemium warnnts  censohdavoe resene resene sesene share tusts resene losses) lerests Toul
[ 1 5506 Lsfinn 1 X5 i 88500 SN R {5t [ S8 £ 850 NS00 1 55700
185 610.149 - 35 08 35 %6 940 300 670.258
- - - 13351 - - - - 3575 - -
25958 610,449 - p) 453 U - - 2ol3 307 670,258
- - - - 1309 - 13.0%)
- - - [ERN - - - i3 13.500
- - - . - - nho 3400 h50
- - . . . . 17795 11195
- . - 25 [}
- - 27 - - 25
3386 330.233 - - - - - - 355,819
- 10,769 - . - - - 10.769
35 34480 - - - - - - 4483
- - - - i} - - %
11397 1131.500) - - - - - . - 133.290
. - - - - - - M1 - . 131,043
- - - - - - - . - 138,105+ 158,708)
15,504 1043260 10.769 - 13313 13.579) 15 1316433 225791 13.882) 4 1044647
T I B I



Notes:

Basis of preparation

The Board is respongible for the preparation of the Group's audited financial siatements. These audited financial siatements have been

prepared in zccordance with Hong Kong Financiat Reporting Standards issued by the Hong Kong Institute of Cenified Public Accountants

and Appendix 16 of the Rules Governing the Listing of Securities on the Stock Exchange of Hong Kong Limited. They have been prepared

under the historical cost convention except that financial assets and financial habilitics are stated at fair valve.

()

(b)

(c)

Change in presentation currency

Effective from Apnil 1, 2006, the Group has changed its presentation currency for the preparation of its financial statements from
Hong Kong dollars to United States dollars ("US dollars” or "U55"). The Board considers the change will result i a more
appropriate presentation of the Group's wansactions in the financial statements. The comparative figures in these audited financial
statements are translated from Hong Kong dollars to US dotlars using the rates that approximate the closing rates for balance sheet

ilems and average rates for the year under review for income statement items.

The change in presentation currency has no signilicant impact on the Minancial position of the Group as at March 31, 2006 and 2007,

or the results and cash flows of the Group for year ended March 31. 2006 and 2007.

For the convenience of the reader, the income statement, balance sheet and cash low statement of the Group, presented in US dollars,
have been translated into Hong Kong dollars, The convenience translation of the figures into Hong Kong dollars were made 21 the
average rate of exchange for the vear under review (USSI=HKS7.781). This infonnation is only supplementary and is not required
by any accounting standard and also does not represent Hong Kong Financial Reponting Standards and Hong Kong Accounting

Standards,

Change in presentation format

The Group has elected 10 present its income statement by function of expense with eflect from Aprit 1, 2006. The Board considers

that it is more appropniate for the Group to present the income statement by tunction of expense,

Comparative figures

As a result of the changes in presentation currency for the preparation of its financial statements and the presentation format of the

income statement, the comparative information has been reclassified 10 conform to the current year’s presentation.



(d)

Accounting policies

At the dawe of approval of these financial statements, the following new standards, amendments 1o standards and inlerpretations have

been issued bult are not effective for 2006/07 and have not been early adopted:

- HK(IFRIC) - Int 8, "Scope of HKFRS 2", effective for annual periods beginning on or alter May 1, 2006

- HK(IFRIC) - Int 9, "Reassessment of embedded denivatives”, eftective lor annual periods beginning on or after June |, 2006

- HK(IFRIC} - Int 10, "Interim financial reporting and impairment”, effective for annual periods beginning on or after Novemnber
1. 2006

- HKFRS 7, "Financial instruments: Disclosures”, effective for annual periods beginning on or afier January 1, 2007

- Amendment to HKAS |, "Capital disclosures®. etfective for annual periods beginning on or alter January 1, 2007

- HK(IFRIC) — Int 11, "HKFRS 2 — Group and treasury share transactions”, effective for annual perieds beginning on or after
March 1, 2007

- HKFRS 8, “Operating segments™, effective for annual periods beginning on or after January 1, 2009

- HK{IFRIC) — Imt 12, “Service concession arrangements”, effective for annual periods beginning on or after January [, 2008

The adoption of the above standards, amendments and interpretations in future penods is not expected 1o result in substanuial changes

to the Group's accounting policics.



Scgment information

In accordance with the Group's intemal financial reponting, the Group has adopted geographical segments as the primary reporting format and

business segients as the sccondary reporting format.

(a)

Primary reporting format - geographical segments

The segment results for the year ended March 31, 2007 are as lollows:

Sales

Segment operating

results

Finance income

Finance costs

Impairment of assets

Fair value change
an warmanis

Gatn on disposal of
investments and
available-for-sale
Iinancial assets

Share of profits of

associated companies

Profit betore taxation

Taxation

Profit for the year

Note:

Asia Pacific

Europe. (excluding Corporate

Middle East Greater Greater or

Americas and Africa China) China unallocated
LSS 000 Uss'o00 US$'000 US3'000 USS'000
4,119.481 3.056,723 1.833.243 5.580.,757 -

Total
USS'000

14,590,204

186,477

26329
{35.133)
(8,990)

(70

17,348

1.869

187,729
(26.591)

165,138

Segment operating profit/(loss) presented above include the impact of restructuring costs of US$11,794,000. The

scgrnent operating profiv(loss) before restructuring costs are: Americas (US$29,270,000); Europe, Middle East and

Africa US$20,633,000; Asia Pacific {(excluding Greater China) US$5,403.000; Greater China US$330,418,000, and

corporate or unallocated (US$128,913,000) respectively.



The segment results for the year ended March 31, 2006 are as foliows:

Asia Pacific
Europe, {excluding Corporate
Middle East Greater Greater or
Americas and Africa China) China unatlocated Totwal
USS00n Uss'oon Ussonn Ussion Ussionn USSO)
Sales 3,961,491 2,771,157 1.671.538 4,871,365 - 13.275.751
Segment operating
results 25,314 {45.359) {11.083) 279,034 (128.466) 119,440
Finance income 24229
Finance costs (51,981}
Empairment of assets {2,921}
Fair value change on
warrants (4.188)
Loss on disposal of
available-for-sale
financial assets {630)
Share of profits of
Jaintly controlled
emitics 138
Share of profits of
associated companies 464
Profit betore tuxation 84,551
Taxation (56.881)
Profit for the year 27.670

Nove:

Segment operating profiv(loss) of Americas, Europe, Middle East and Africa and Asia Pacific {excluding Greater China) presented
above include the impact of restructusing costs of USS69.584.000. The segment operating profit/( loss) before restructuring costs are:
Americas US852.356,000; Europe, Middle East and Africa (US$12,934,000); and Asia Pacific {excluding Greater China)
(US5966.000) respectively.



(b} Secondary reporting format - business segments

Persenal Computer Mobile
Desktop Notebook Total Handset Others Total
USS'000 Uss'ong USS 00t USSHoy USSi0 Uss'ann
For the year ended March 31, 2007
Sales 6,115,089 7,653,172 13.768,261 611,895 210,048 14,590,204
I S
Capual expenditure 221213 19,400 2,488 243,101
——— E———— S— S————
For the year ended March 31,2006
Sales 5,941,633 6,495,988 12,437,621 590.025 248,105 13,275,751
Capital expenditure 93,106 4,518 29,541 127,165
W ]
Total segment
assels as al
March 31, 2007
3,938,006 91,757 45237 4,075,000
N 0 s ]
Total segment
assels as al
March 31, 2006 3.696,938 89214 43370 3.829,522
I L

Other income/{expense) - net

2007 2006

USs'to0 USs'o00

Impairmem of assets (8.950) (2,921)

Fair value change on warrants (171 (4,188)
Gain/(loss) on disposal of investiments and

available-for-sale financial assets 17.348 (630)

8.187 (7.739)
e 1
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Finance costs

Interest payible on bank loans
and overdrafis
Dividend and relevant finance costs on conventible preferred shares

Others

Profit before taxation

Profit before taxation is stated after charging the foflowing:

Amortization of intangible assets

Depreciation expenses and amortization of prepmd lease payments

Staft costs (inchuding amontization ol share-based compensation ol
USS$37.001,000 (2006: UUS$29,745.000) }

Rental expenses under operating Jeases

Restructuring costs (net of reversal of unused provision) (note 12 (b))

Taxation

The amount of taxation in the consolidated Income statement represents:

Current taxation
Hong Kong profits tax
Taxation outside Hong Kong

Deferred taxation

11

2007 2006
Uss'o00 Uss'oo0
9776 22617
21,941 17,655
3416 11,709
35,133 51,981

2007 2006
USS'000 USSV00
105.991 99,957
73,208 63,137
959 425 846,038
35,300 20,163
11,794 69,584
2007 2006
USS'000 UsS'o00
319 118
19,575 112,110
(13.313) (55,347)
26,591 56,881
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Dividends
2007 2006
Uss'000 USS'000
Interim dividend, for the six months ended September 30, 2006, of HK2.4 cents
(2006: HK2.4 cents) per ordinary share, paid on December 6. 2006 27,454 27,268
Proposed finat dividend of HK2.8 cents per ordinary share (2006: HK2.8 cents) 31877 31.930
59,331 59,198

At a board meeting held on May 23, 2007, the directors recommended a final dividend of HK2.8 cents per ordinary share. This proposed

dividend is not reflected as a dividend payable in these financial statements, but will be reflected as an appropriation of retained eamnings tor

the year ending March 31, 2008.

Earnings per share

{a) Basic

Basic camings per share is calculaled by dividing the profit atuributable 10 sharcholders of the Company by the weighted average

number of ordinary shares tn issue during the year.

2007
Profit attributable to sharcholders of the
Company (LS5'000) 161138
Weighted average number of ordinary shares in issue
for the purpose of basic camings per share 8,625,392 946
.

12

2006

22.210

8814015717



(b}

Diluted

Diluted earnings per share is calculated by adjusting the weighted average number of ordinary shares outstanding due to the effect of
all dilutive potential ordinary shares. The Company has four categories of dilutive potential ordinary shares: convertible preferred

shares, share options, long-term incentive awards and warrants.

The convertible preferred shares are antidilutive as the amount of the dividend and related finance costs for the year per ordinary
share attainable on conversion exceeds basic carnings per share and they are excluded from the weighted average number of ordinary

shares in issue for calculation of diluted camings per share.

For 1he share options and warrams, a calcukation is done to determine the number of shares that could have been acquired at fair
value (determined as the average periodic market share price of the Company's shares) based on the monetary value of the
subscription rights attached to outstanding share options and warrants. The number of shares calculated as above is compared with

the nember of shares that would have been issued assuming the exercise in full of the share options and warranls.

For the long-lerm sncentive awards. a calculation is done to determine whether the long-term incentive awards are dilutive, and the

number of shares that are deemed to be issued.

2007 2006

Profit attribitable to shareholders of the
Company (/35 ¢) 161,138 22210

Weighted average number of ordinary shares in issue 8.625,392.946 8.814,015,717

Adjustments for share oplions, warrants and

long-term incentive awards 115,393.814 161,031,852

Weighted average number of ordinary shares in issue

for calculation of diluted eamings per share 8,740,786,760 8,975,047,569
I ——
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Share capital

Authorized:

Ordinary shares
Series A cumulative convertible

preferred shares

Issued and futly paid:

Voling ordinary shares:

Al the beginning of the year

Issued during the year

Conversion Irom non-voting shares
Exercise of sharc options

Repurchase of shares

At the end of the year

Non-voting ordinary shares:
At the beginning of the year
Isswed during the year
Conversion into voting shares

Repurchase of shares

At the end of the year

Total issued and fully paid ordinary shares

Total issued and fully paid Serics A

cumulative convertible preferred shares

2007 20006
Number of Number of
shares HKS'000 shares HKS'O00
20,000,000,000 500,000 20,000,000.000 500,000
3,000,000 27525 3,000,000 27,525
527,525 527,525
T — T —
Number of Number of
shares USS'000 shares USS000
8.517,920,623 27,301 7.474,796,108 23,958
- - 821,234,569 2,632
- - 110,635,946 355
31,450,399 101 111,254,000 356
(31.,390,000) (101) - -
8.517,981,022 27,301 8,517,920,623 27.301
375,282,756 1,203 - -
. - 921.636.459 2954
- - (110,635.946) (355)
- - (435717157 {1.396)
375,282,756 1,203 375,282,756 1,203
8.893,263,778 28,504 8.893,203.379 28,504
O —
2,730,000 321 2,730,000 3211
S ——— I
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Non-current liabilities

2007 2006

USs'000 USS'000
Amount payable for markeling rights 18,123 29002
Interest-bearing bank loans repayable within hive years 100,000 100,000
Share-based compensation 1019 14,006
Convenible preferred shares and warrants 317,495 346,852
Warranty provision 166,525 148,779
Retirement benefit obligations 102,948 145,987
Other non-current Hiabilities 72,948 28.960
789,058 813,586

On May 17, 2005, the Company issued 2,730,000 convertible preferred shares at the stated value of HKS1,000 per share and unlisted
warrants to subscribe for 237.417.474 shares in the Company tor an aggregate cash consideration of approximately US$350 milfion. The
convertible preferred shares bear a fixed cumulative preferential cash dividend, payable quarterly, at the rate of 4.5 percent per annum on the
stated value of each convertible preferred share. The convertible preferred shares are redeemable, in whole or in pan. at a price equal to the
issuc price together with accrued and unpaid dividends at the option of the Company or the convertible preferred sharcholders at any time
after the maturity date. The warrant holders are entitled 10 subscribe tor 237,417,474 shares in the Company at HK$2.725 per share. The

warrant will expire on May 17, 2010.

On November 28, 2006, amendment was made to the investment agreement whereby the right granted to the warrant holders, upon the
exercise ol warrants, to settle the payment of the exercise price by way of surrendering part of the warrants was cancelled and terminated.
Accordingly, the warrants previously treated as a financiai hability at a fair value of US835,2 10,000 on the same day have been transferred 1o

equity

Ageing analysis

{a} Ageing analysis of trade receivables at March 31. 2007 is as follows:

2007 2006

US8'000 Ussonn

0-30 days 645.839 426,648

31-60 days 93,608 102,000

61-90 days 27019 27283

Over 90 days 70,642 55,045
837,108 610,976

Provisions ' (193,515} (126,203)
641,593 484,773

Customers are gencrally granted credit terms of 30 days. Credit werms for customers of the systems imtegration business normally

ranging trom 30 days to 180 days.

15



(b}
0-30 days
31-60 days
61-90 days
Qver 90 days
12 Provisions, accruals and other payables

Ageing analysis of wrade payables at March 31, 2007 is as follows:

2007 2006
LUs5'000 Ussooo
1,484,771 1.427.372
298,943 217,339
178,380 19.796
15,112 18,664
1,977,206 1,683,171

Included in provisions. accruals and other payables are warranty provision, restructuring costs provision and provisions for other labilities

and charges as lollows;

{a)

(b)

Warrunty

At the beginning of the year

Provisions made dunng the year

Amounts utilized

Long-term portion classificd as non-current liabilities

At the end of the year

Restructuring

At the beginning of the year
Exchange adjustment
Provision made during the year
Amounts utilized

Unused amounts reversed

Atthe end of the year

Battery recall
Provision made during the year

Amount wilized

At the end of the year

2007 2006

USS$ 000 USS' 060
326,124 24230
410,356 409,713

(288.147) (107,819}
448,333 326,124

(166,525) (148,779
281,808 177345
69,584 -
(460) -
- 69,584
(44,059) -
(19,420} -
5.645 69,584

23,750
(15,057)

§.693

During the year, the Group announced a voluntary recall of battery packs that shipped in some of the products. Under the armangement with

the supplier, the costs associated with the recall will be reimbursed by the supplier.
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Business combinations

On April 30, 2005. the Group completed the acquisition of IBM PC Business under an asset purchase agreement dated December 7, 2004,

‘The total constderation for acquiring the IBM PC Business is approxamately USS1.548 million, including cash, the Company's shares and

related transaction costs.

Set forth below is a caleulation of goodwill:

- Cash
- Dircct costs related 1o the acquisition
- Fair value of shares tssued

- Net working capital "ire-up”

Total purchase consideration

Less: Fair value of net assets acquired

Goodwill

The major components of assets and liabilitics arising from the acquisition are as follows:

Cash and cash equivalents
Property, plant and equipment
Intangtble assets

Net working capital excluded cash

Non-current liabilities

Net assets acquired/{ liabilities assumed)

US3000

693,728

73.540

555819

224 498

1.547.585

246.091

1.301.494
. ]
Fair value Carrying valuc
LSS0 [FARY LY
3122 3122
77.345 75.264
621,690 -
(345.117) (345.117)
(110,949 (110.94%)
246,091 (377,680}

In accordance with HKFRS 3. Business Combinations, the provisionally estimated fair vatues ol assets and habilities acquired on the

acquisitions of IBM PC Business in 2005 were used for the preparation of the March 31, 2006 annual financial statements. The fair value

exercise was completed during the year and additional goodwill of US$4 million was recognized.

Intangibie assets acquired that have indefinite uselul life are not subject to amortization. Certain acquired intangible assets are amortized over

their useful tives ranging from three to four years.

The acquired tangible assets primarnily comprised trade receivables, inventories and plant and equipmem. The liabilittes assemed primanly

comprised trade payables and other current and non-current linbilities,

The goodwill is primarity attributable to the sipnificant synergies expected to arise after the integration of the Group's existing business and

the IBM PC Business acquired,  The directors are of the view that there was no evidence of impairment of goodwill as at March 31, 2007.
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FINANCIAL REVIEW

Results

For the year ended March 31, 2007, the Group achieved a turnover of approximately US$14,590 million. Profit
attributable to sharcholders was approximately US$161 million during the year, representing an increase of US$139
mitlion against US$22 million recorded last year. Basic earnings per share and diluted eamings per share were US1.87
cents and US1.84 cents, representing an increase of US1.62 cents and US1.59 cents respectively as compared with last

year.
Segment Results

The Group has adopted geographical segments as the primary reporting format. Geographical wrnover included
Americas, EMEA (Europe, Middle East and Africa), Asia Pacific {(excluding Greater China), and Greater China.

Capital Expenditure

The Group ncurred capital expenditures of US$243 million during the year ended March 31, 2007, mainly for the
acquisition of property, plant and equipmenis, completion of construction-in-progress projects and investments in the
Group's information technology systems,

Liquidity and Financial Resources

At March 31, 2007, total assets of the Group amounted to US$5,449 million, which was financed by shareholders’
funds of US$1,134 million, minority interests of US$! million, and non-current and current liabilities of US$4.315
million. The current ratio of the Group was 0.87.

At March 31, 2007, cash and cash equivalents totaled US$1,064 million, of which 59.1 percent was denominated in US
dollars, 20.3 percent in Renminbi, 4.6 percent in Euros, 3.9 percent in Japanese Yen, and 12.1 percem in other
currencies.

The group adopts a conservative policy to invest the surplus cash generated in the operation. At 31 March 2007, 65.8%
of cash are deposit in banks and 34.2% of cash are investment in liquid money market fund of investment grade,

Although the Group has consistently maintained a very liquid position, banking facilities have nevertheless been put in
place for contingency purposes. At March 31, 2007, the Group had a US$400 million 5-Year Revolving and Term Loan
Facility with syndicated banks, bearing interest at the London Interbank Offered Rate plus 0.52 percent per annum; and
a US$100 million 5-Year Fixed Rate Loan Facility with a policy bank in China. These facilities were utilized to the
extent of US$100 million at March 31, 2007.

The Group has also arranged other short-term credit facilities. At March 31, 2007, the Group’s total available credit
facilities amounted to US$2,502 million, of which US$476 million was in trade lines, US$291 million in short-term and
reveolving money market facilities and US$1,735 million in forward foreign exchange contracts. At March 31, 2007, the
amount drawn down was US$104 million in trade lines, and US$896 miilion being used for the currency forward
contracts.

At March 31, 2007, the Group’s outstanding bank loan represented the term Joan of US$100 million and short-term
bank loans of US$28 million. When compared with total equity of US$1,134 million, the Group’s gearing ratio was
turther reduced to 0.11 from 0.22 previous year. The net cash position of the Group at March 31, 2007 is US$936
million.
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The net cash position of the Group as at March 31, 2006 and 2007:

2007 2006

USE million US$ million

Cash and cash equivalents 1,064 1,005
Less: Bank loans 128 228
Net cash position 936 777

The Group adopts a consistent hedging policy for business transactions to reduce the risk of currency fluctuation arising
from daily operations. At March 31, 2007, the Group had commitments in respect of outstanding foreign exchange
forward contracts amounting to US$896 million.

The Group’s foreign exchange forward contracts are either used to hedge a percentage of future intercompany
transactions which are highly probable, or used as fair value hedges for the identified assets and liabilities. Any gain or
loss on these contracts is offset by movements in the value of the underlying transactions or change in fair value of the
identified assets or liabilities.

The Group issued 2,730,000 convertible preferred shares at the stated value of HK$1,000 per share and unlisted
warrants to subscribe for 237,417 474 shares for an aggregated cash consideration of approximately US$350 million.
The converntible preferred shares bear a fixed cumulative preferential cash dividend, payable quarterly, at the rate of 4.5
percent per annum on the issue price of each convertible preferred share. The conventible preferred shares are
redeemable, in whole or in part, at a price equal to the 1ssue price together with accrued and unpaid dividends at the
option of the Group or the convertible preferred shareholders at any time after the maturity date at May 17, 2012. The
fair value of the liability component and equity component of the convertible preferred shares at March 31, 2007
amounted to approximately US$318 million and US$46 million respectively. The warrants will expire on May 17, 2010.

Contingent Liabilities
The Group had no material contingent liabilities at March 31, 2007.
Human Resources

At March 31, 2007, the Group had a total of approximately 25,100 employees, 19,300 of whom were employed in
Chinese mainland, 2,000 in the U.S. and 3,800 in other countries.

The Group implements remuneration policy, bonus and long-term incentive schemes with reference to the performance
of the Group and individual employees. The Group also provides benefits such as insurance, medical and retirement
lunds to employees to sustain competitiveness of the Group.

BUSINESS REVIEW

In the second year after the acquisition of IBM’s personal computer business, Lenovo focused its efforts on taking the
necessary steps to grow its business faster than the industry as well as driving its global operational efficiency. The four
key nitiatives that the management team put forward last year (rolling out the transaction model, improving its global
supply chain, erhancing desktop competitiveness, and building its brand) started to bear truit, which provided a solid
foundation for the Company’s sustained profitable growth.
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Lenovo had solid achievements during the 2006/07 fiscal year. The Company continued to maintain and grow its
number-one market share in China. Lenovo’s performance outside of China began to stabilize as the Company both rolled
out its transaction model into global markets successfully and strengthened its relationship model. Lenovo also saw
improvement in supply chain cost competitiveness, serviceability and efficiency, and progress in its desktop computer
business. At the same time, the Company’s highly visible brand promotion programs and marketing campaigns
significantly increased Lenovo brand awareness around the world.

For the fiscal year ended March 31, 2007, Lenovo’s consolidated turnover increased 9.9 percent year-on-year to
approximately US$14,590 million. (The prior year figure contains only || months’ contribution from the PC business
acquired from IBM.) The gross profit margin for the year was 14.0 percent (2005/06; 14.0%). With steady improvement
in the second half of the fiscal year, the Company’s profit before 1axation (excluding the cost of strategic restructuring
actions) increased significantly by 29 percent to US$200 million. Profit antributable to shareholders totaled USS161
mitlion, up 626 percent from US$22 million the previous year.

Performance of Geographies

The robust demand for notebook computer and growth in consumer, small business, and emerging markets drove the
worldwide PC market shipments to increase 10 percent during the 2006/07 fiscal year. Lenovo’s worldwide PC shipments
increased 12 percent during the same period. The Company gained 0.2 percentage poinis in worldwide market share,
accounting for approximately 7.4 percent and ranking number three for the year ended March 31, 2007.

Greater China — Accounted for 38 percent of Lenovo’s overall revenue during the 2006/07 fiscal year (2005/06: 36%).
The Company further strengthened its leading position in China by achieving 24 percent year-on-year growth in PC
shipments. Lenovo’s market share in China reached a new height of 34.6 percent in the 2006/07 fiscal year, representing
a pgain of 0.6 percentage points over the Company’s record made last year. Lenovo’s continued robust growth in Greater
China demonstrated the effectiveness of its dual business model combined with its operational efficiency, which enables
the company to respond to market requirements more quickly and to offer a strong product mix to customers across
regions and segments.

Americas — Accounted for approximately 28 percent of the Company’s revenue during the 2006/07 fiscal year (2005/06:
30%). The Company’s performance in this geography was mmpacted by weaker enterprise market demand and its
relatively low penetration in the higher growth segments, small- and medium-sized business (SMB) and consumer
segments. Lenovo has taken significant actions to address these challenges by enhancing its sales execution to large
enterprise customers during the year. 1t successfully comptleted the transition of all sales coverage from IBM in January
2007. To expand its coverage into the SMB segmeni, Lenovo began rolling out the transaction model in the Americas
during the 2006/07 fiscal year.

Europe, Middle East and Africa (EMEA) — Contributed approximately 21 percent to the Company’s revenue during
the 2006/07 fiscal year (2005/06: 21%). The market demand in EMEA was driven primarily by the growth in consumer
and small business segments as well as emerging markets throughout the region. Lenovo’s overall markes share in EMEA
was impacted as the Company’s presence in high growth segments was very limited in the first half of the fiscal year. Still,
amid a highly competitive environment, Lenovo was able to achieve improvement on gross margin through a strict focus
on margin management. The rollout of the transaction model in EMEA helped drive growth of the geography. Lenovo
saw share gain in the notebook market of Germany, the first EMEA country to adopt the transaction model.

Asia Pacific (excluding Greater China) — Accounted for approximately 13 percent of the Company’s revenue during the
2006/07 fiscal year (2005/06: 13%). Lenovo’s performance in this geography was boosted by strong performance in India
and the ASEAN countries but partially offset by negative growth in Japan’s PC market. Lenovo saw growth in
relationship sales in all the countries in the geography, except for Japan, where corporate demand was weak. The rollout
of the transaction model in Asta Pacific has been successful. This was aided by the successful launch of Lenovo 3000
consumer products in India and ASEAN countries as well as the rapid expansion of channel partner network. These
actions contributed to higher-than-market growth in unit shipments for the year.

In India, Lenovo achieved nearly 30 percent growth in PC shipments, higher than market average during the 2006/07
fiscal year. During that same period, Lenovo’s brand awareness level in India doubled 10 over 70 percent.
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Performance of Product Groups

One of Lenovo’s key initiatives during the 2006/07 fiscal year was to expand its product line to better serve the SMB and
consumer markets outside of China. At the same time, the Company continued to upgrade its existing product portfolio by
featuring cutting edge technologies and working closely with technology partners like Intel and Microsoft to launch the
latest products and services. In the 2006/07 fiscal year, Lenovo made significant progress in achieving its objectives 1o
deliver the best-engineered PCs and an unrivaled ownership experience for its customers.

Notebeok Computers — Accounted for approximately 53 percent of Lenovo’s total revenue in the 2006/07 fiscal year
{2005/06: 49%). Lenovo ranked fourth in the worldwide commercial notebook market. The Company’s efforts to expand
into SMB and consumer markets outside of China enabled it to achieve a higher-than-market growth in the fourth quarter
of the fiscal year. In China, Lenovo continued to be the leading brand and commanded a share of 32.3 percent of the
notebook compuier market

Desktop Computers — Accounted for 42 percent of Lenovo’s total revenue during the 2006/07 fiscal year (2005/06:
45%). Lenovo’s share of the worldwide desktop computer market increased by 0.2 percentage points year-on-year (o
approximately 7.5 percent. Lenovo accounted for 36.3 percent of the desktop computer market in China. The profitability
of the Company’s desktop business outside China also saw solid improvement.

In the past year, Lenovo completed two initiatives to simplify and strengthen its global desktop computer business. First,
the Company relocated the worldwide desktop team to be closer to its manufacturing operations in China. Second, the
Company successfully integrated the Lenovo brand and ThinkCentre desktop product lines 1o simplify the desktop
portfolio and unify the product platform. The Company reduced the number of desktop machine models by almost half,
significantly reducing manufacturing complexity and cost.

Mobile Handsets - Contributed approximately 4 percent to Lenovo’s total revenue duning the 2006/07 fiscal year
{2005/06: 4%). Lenovo delivered a 28 percent year-on-year increase in its mobile handset shipments, and continued to
hold its number four ranking in China’s mobile handset market, accounting for approximately 6.5 percent of that market.
The growth of China’s mobile handset market during the 2006/07 fiscal year was largely driven by the expansion of the
ultra-low price segment as a result of the bundling efforts of telecom service carriers. The relatively low exposure of
Lenovo mobile handsets in this segment and the entry of more market players resulted in lower unit shipment growth of
Lenovo mobile handsets.

FUTURE PROSPECTS

Lenovo’s aspiration is to grow faster and more profitably than the industry by providing the best engineered PCs and
unequaled ownership experience for its customers. This aspiration reflects the Company’s beliefs that growth is critical
and delivering unequaled customer experience is the basis on which Lenovo differentiates itself against the competition.

To realize this aspiration, Lenovo is pursuing a strategy that builds upon its strengths and pursues market opportunities
where it believes it can win. Lenovo formulated its strategy through an examination of its capabilities and where it can
capture market opportunities. Over the next few years, the main growth drivers in the worldwide PC market are expecied
to be the notebook, SMB, consumers and emerging markets, particularly China.

In the 2007/08 fiscal year, the Company will continue to focus on driving global operational excellence. It will continue to
leverage its leadership position and proven competitive strengths in China, and in the large enterprise customer segment
outside of China. At the same time, it will drive new growth by expanding its product portfolio and moving more quickly
and more deeply into the SMB and consumer segments outside of China as well as other emerging markets,

Implement Kev Strategic Initiatives

Lenovo’s strategy requires that all parts of the organization to work together to achieve a collective goal. This is
accomplished by aligning the entire company behind core strategic initiatives aimed at implementing key elements of our
strategy. Lenovo’s significant progress against the four sirategic initiatives has provided a solid start in transforming the
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Company into a more competitive player in the worldwide PC market. However, there is more to be done on the following
areas during the 2007/08 fiscal year.

Roll-out of the Transaction Model Worldwide — Transaction model sales accounted for approximately 32 percent of
the Company’s PC sales outside of Greater China in 2006/07 fiscal year. Despite the initial success of the roll-out, the
overall impact is small since the transactton model was applied only in China and a small number of other countries.
Lenovo’s challenge i 2007/08 fiscal year is to expand the roll-out of the transaction model to additional countries in
Europe (including Eastern Europe), and to complete the roli-out in the United States. It also plans 1o introduce the
transaction model 10 Japan and Latin America during the year. These actions will position Lenovo to participate more
broadly in the higher growth segments in those countries.

Expand Relationship Model - Serving the relationship customers has been a core Lenovo strength but the Company
needs to continue to build on that strength for future growth. With the completion of the phased transition of global sales
support from IBM’s sales team to Lenovo’s sales team in January 2007, Lenovo has now taken full responsibility for
customer relationships with its PC sales. Looking forward, Lenovo will focus on re-establishing closer ties to its
customers and exploring opportunities to grow this business and its profitability further while Lenovo will remain IBM's
preferred PC provider.

Improve Global Supply Chain — Lenovo has brought on board indusiry experts and introduced operating processes to
reduce supply chain cost by driving manufacturing optimization, improve the management of materials and service parts,
and enhance procurement and supplier relationships. The team has embarked on a senes of actions to reduce product
complexity, manage parts availability, and improve logistics performance, which the Company believes will further
enhance service time and cost in the 2007/08 fiscal year.

Enhance Desktop Competitiveness — The successful integration of the desktop business will continue help drive
improvement of Lenovo’s desktop business. The Company will further integrate its product line, and simply operation to
reduce cost. Further improvement on the end-to-end supply chain will also benefit desktop business.

Al the same time, Lenovo will ensure the competitiveness of its desktop offerings with quick time-to-market in applying
new technology in its products. It will leverage the launch of Microsoft’s Vista operation system to drive growth, in
particular for consumer market.

Extend Notebook Leadership — Lenovo will continue to deliver its value proposition of total cost of ownership through
ThinkPad’s design and quality innovations as well as its ThinkVantage Technologies. Its ThinkPad Tablet is also a strong
growth driver. The launch of the Lenovo 3000 notebook computer has gained traction among consumer and SMB
segments for whom it was designed. The Company will leverage its award-winning notebooks for those markets in China
to further expand its dominant position there and grow the Lenovo 3000 notebook family outside of China.

Building the Brand Worldwide — In the 2007/08 fiscal year, Lenovo will further boost its brand awareness through a
new brand advertising campaign and more high visibility sponsorship activities. Lenovo became the worldwide sponsor
of the Olympic Torch Relay in late April 2007. The Lenovo-designed torch, “The Cloud of Promise”, was chosen from
more than 300 competitor themes and will be carried by torchbearers to 20 countries around the world preceding the
Beijing 2008 Olympic Games.

In addition to the Olympics, Lenovo will continue to leverage its alliance with the National Basketball Association
{NBA), the Wilhams Formula 1 racing team, and other prominent national sports teams to increase visibility.

Drive New Growth Oppertunities

Driving revenue growth is critical for Lenovo to win in the PC industry. In addition to the above strategic initiatives aimed
at addressing immediate needs, Lenovo also has plans to expand its product offerings to fuel more growth.

Consumer PC — Consumer market is a critical area for growth in the worldwide PC industry. Lenove’s leadership
position in the Chinese consumer market is well established. It has seen success in applying its consumer model in India
and ASEAN countries and now plans to leverage that knowledge base globally.
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A new business unit was created in March 2007 to position Lenovo to be the fastest-moving, most efficient consumer
organization possible.

Lenovo Services — The Lenovo Services business unit was set up in August 2006 to unite all aspect of customer service
globally. Customer satisfaction is a key goal for Lenovo, and this new umit deepens the commitment to delighting
customers with every services engagement, while driving down the warranty cost and growing sales of extended
warranties.

Software & Peripherals — By increasing the attach rates of software and peripherals, Lenovo can realize higher revenue
and profitability. L.enovo will continue to optimize its portfolio of offerings and expand its routes to market. It will drive
additional growth in the 2007/08 fiscal year from initiatives in China and point-of-sale upgrades with business partners
and direct customers.

Mobile Handsets - Lenovo will focus on the mid- 10 high-price bands with improvement on product competitiveness to
dnve growth and profitability during the 2006/07 fiscal year. Lenovo’s mobile handset business will continue to improve
its operational efficiency with specific efforts to improve time-to-market in product development and demand/supply
planning. It will continue its effort to prepare 3G handset products and research in new technology such as mobile TV to
pave for near-term development.

Workstations & Servers - Workstations represent an adjacent space that Lenovo can successfully pursue by leveraging
its core PC strengths. Lenovo has a mid-size server business in China, and the Company plans to pursue options to
increase its position as well as participate in the global market for servers.

Increase Global Qperational Efficiency

As Lenovo operales in an intensely competitive global marketplace, it needs to continue to grow and make more efforts to
address its expense-to-revenue rahio in order to remain competitive. The restructuring actions that Lenovo took in March
2006 were completed according to plan and have delivered significant traction. The Company announced in April 2007
further actions which are the result of a thorough analysis of both Lenovo’s global operations and current PC market
conditions. These actions will streamline processes and consolidate Lenovo’s expertise across the globe, enabling the
Company to re-direct savings to meet customer needs more efficiently and operate more competitively.

PROPOSED DIYVIDEND

The Board recommended the payment of a final dividend of HK2.8 cents per ordinary share (2006: HK2.8 cents).
Subject to shareholders’ approval at the forthcoming annual general meeting, the final dividend will be payable on
Friday, July 27, 2007 to the shareholders whose names appear on the Register of Members of ordinary shares of the
Company on Friday, July 20, 2007,

CLOSURE OF REGISTER OF MEMBERS

The Register of Members of ordinary shares of the Company will be closed from Monday, July 16, 2007 to Fnday, July
20, 2007, both dates inclusive, during which period, no transfer of ordinary shares will be registered. In order 1o qualify
for the proposed final dividend, all properly completed transfer forms accompanied by the relevant share centificates
must be lodged with the Company’s share registrar not Iater than 4:00 p.m. on Fnday, July 13, 2007.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY'S LISTED SECURITIES

During the year, the Company purchased 31,390,000 shares of HK$0.025 each in the capital of the Company at prices
ranging from HK$2.20 10 HK$2.99 per share on The Stock Exchange of Hong Kong Limited.
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Highest Aggregate

Number of shares price Lowest price Consideration paid

Month/Year repurchased per share per share  (excluding expenses)
HK$ HK3 HK$

June 2006 15,390,000 245 2.20 35,698,500
March 2407 16,000,000 299 278 46,428,820

The repurchased shares were cancelled and accordingly, the issued share capital of the Company was diminished by the
nominal value thereof. The premium payable on repurchase was charged against the share premium account of the
Company.

During the year, the trustee of the Long Term Incentive Program purchased 236,210,000 shares from the market for
award to employces upon vesting. Details of the program will be set out in the 2006/07 Annual Repont of the Company.

Save as disclosed above, neither the Company nor any of its subsidiaries purchased, sold or redeemed any of the
Company's listed securities during the vear.

IBM CEASED TO BE A CONNECTED PERSON

As at the date of this announcement, IBM is interested in approximately 8.82% of the existing issued ordinary share
capital (comprising ordinary voting shares and ordinary non-voting shares) and approximately 4.80% of the existing
issued ordinary share capital (comprising ordinary voting shares only) of the Company. Because IBM's shareholding
interest in the Company is below 10% of the issued ordinary share capital of the Company, it has ceased to be a connected
person of the Company under the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong

Limited (the “Listing Rules™).

LCODE ON CORPORATE GOVERNANCE PRACTICES

During the year, the Company has complied with all the code provisions set out in the Code on Corporate Governance

Practices (the "CG Code™) sets out in Appendix 14 to the Listing Rules except for the deviation under Code A 4.1,

Code A.4.1 of the CG Code stipulates that non-executive directors should be appointed for a specific term. Non-executive
directors of the Company do not have a specific term of appointment. However, non-executive directors are subject to the
requirement to retire by rotation at annual general meetings under the Company’s Articles of Association accomplishing

the same purpose as a specific term of appointment.

REVIEW BY AUDIT COMMITTEE

The Audit Committee of the Company has been established since 1999 with responsibility of assisting the Board in
providing an independent review of the accounts and internal control system. It acts in accordance with the Terms of
Reference which clearly deal with its membership, authority, duties and frequency of meetings.

The Audit Committee of the Company has reviewed the annual results for the year ended March 31, 2007. It meets
regularly with the management, the external auditors and the internal audit personnel to discuss the accounting
principles and practices adopted by the Group and internal control and financial reporting matters.
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By order of the Board
Yang Yuanqing
Chairman

Hong Kong, May 23, 2007

As of the date of this announcement, the Executive Directors are Mr. Yang Yuanging and Mr. William J. Amelio, the
Non-executive Directors are Mr. Liv Chuanzhi, Mr. Zhu Linan, Ms. Ma Xuezheng, Mr. James G. Coulter, Mr. William O.
Grabe, Mr. Shan Weijian, Mr. Justin T. Chang (alternate Director 1o Mr. James G. Coulter), Mr. Vince Feng (alternate
Direcior to Mr. William O. Grabe} and Mr Daniel A. Carroll (alternate Director to Mr. Shan Weljian); and the
Independent Non-executive Directors are Professor Woo Chia-Wei, Mr. Ting Lee Sen and Mr. John W. Barter 111,

"Please also refer to the published version of this announcement in the South China Moming Post"

END
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